e ;_\'Nea.have;co.nsidgté

o
i

e
4
XEMPT AND. -
WMENT ENTITIES
WiSION

jear Applicant:

3). Based on the infort

i exemption undérthat section. “The bas

ticies state the following

. f P 1) To brotéct.ztb:e,’-hat'uml.'eri'\j.i'r

42" 0 (2) To promete:sustainabl
7w Jorder to develop:and main

‘making land avai

. {4y Yojpramote access o

i. WASH

g.16 youf Eorm 1023'A
nonprofit corporation.
ing-affordabie farmiand-arid-fio

* .
N

INTERNAL REVENUE SERVICE:. -
INGTON, D.C. 20

N

AR

' : o AR U, R &O“
. :-:?EP‘ARTMENI OF THE Ti;;}s@gnvf%a,,
:

P

rticular

e-produ

a
PR

! -Contact Person:

n t&énﬁﬁwﬁon Number: -
‘ConfactNumber:

; d, your application: for recognition of exemption-from federal income tax.- - -
501(a) of the Internal Revenue Code as.an organization described.in section LT
hation submitted, we have concluded that you do not qualify for .70
is for our conclusion Is set forth below. . e

pplication, you were organized on P s 2

You described-your purposes In a.grant‘application'as

g and promoting, sustainable economic-agriculture. -
‘purposes: SR o

: onment and i prosoie the ecologically sound use of
‘iand and natiral resources and:the, long-term heaith and safety of the community. " =

ctive associations of local residential propertiesin ., "~ :

tain community in area neigh

[
S .. i neighborhoods, and by assisting residents
| * tsafety an,q-well-;belmg‘of their community. R : S
( ote access to farmrand forest land and housing that is affordable, and to = ..
Jality and affodability of such land and housing for future residents of the. - .-

.. {5) Toeducate the genefal public about the histofic
ol 5 s well as the importance of high,quality, locally. produced food.”

‘Your incorporators comprised
1t O and SRR  Your infial

. (3) To promote local economic. opportunities for residents of these neighborhgods by ;%5
lable for projects and activities that improve the quality of life in these .. * _.-;.' .

of these.neighboitoods in developing the - "

- 7{/3 X

04;%&%’0 ; ) s

significarice of farm life and fanming.. .

of directors comprised W (President),” .




I s WSS Yous currsnt board corhrises
_ (President), WD 21 W

£l ,-:.'»_:'. : ; ‘::.. 1 - . ' ” . . o
L SF 7 Yourprimary founder is\ISIER a farer. W <oid their Wacre farm to you:. -
SR i’ sxchange for-an interest-frée nota with payment defersd until they leave you. ™ : .

slightly: below fair market value evei disregarding thé interest-free loan, They also made
crest-free Sqgiloan;ta you ini i o buy additional farmiand froman
buyer, inciudinig a house, bam, and Wacres on NEMEERENES in
' ini debt on that purchase, which will be repaid from rents and

" You have'.'legs,e;a.“_:',éfc:ireé;b jour.land to’_'..by lease dated

;::-This lease superseded ajlease to the WY arm.” formerty knownas .
' , a:Community Suppoited Agricutiure (CSA) business with famn .
3rs). CSA refers 1o farms that self direcity to local consumers rather )

X 0. formal. governing documents and is not a:legal entity. itis an
angement in wh chiconstimérs. annually purchase a share of the farm's produce
e-cost of iunning the farm, inchiding profit for farmers—thus, purchasers share inthe .
unes. - The food producers mostly reside on the-land and includea .-
végetable, grower, and a.poultry producer. Producersireceive . . !
‘shareholders for the products.. Residents of the land or shareholders '

apprentices:working in an apprentice program. Farm includes two

djacent fa

he lease to Fannwasa‘-yearlease for $Wmonth plus costs (debt; taxes,

ihsuranice, administrative costs). - Tl he lease requires sustainable/organic agricultural.and -
forestry practices, and gives the:lessor the right to approve the lessee’s farm -+ S

managemént plan.. You also have.a\likyear lease form for leasing housing and

improvéments to residents,.fof SWimonth plus costs. The land-use charges are o
intendéd 1o approximate: fair rental value for the usable portion-of the land, subject tousé "
and :e'r;\izi_(onmfental--re‘s,mfctipns'imposéd by!you, which reduce the value by about half, .- .~

',Ibviéi__a‘fjdfrbo‘dér,at.é;inc{:hjg! residents, and.{o promote sustginable use of lands-andlong= ' -." . &
‘term Health/of the environment (horsepower, rotafing cfops, no chemicals, fofest buffer = . ...

. o strips):” You deem all land to be-environmentalty significant.. The lessee’s consent is.

“v v e e e iem ee e s o a7

+ required for you to-mortgage or sell the land, and sales will not occur except in

1 extraordinary ccircumstances. "However, you will encotirage resident.ownership. of

¥ housingfimprovements.on the land. ~Atenant Is required to resell housing or other.
improvements at his: plirchase/construction price plus Inflation, to ensure ‘affordability fo

' lowlimioderate-income buyers,(thé lessor.fetains the right of first refusal to purchase :

. improvements). Alessee ‘can sell only 10:a "low- or moderate-income person” of anheir.
You state that you will comply with the;Rev. Proc. 96-32 standards for Tlow income™and "

A

et tohans agread unanimously to-the'ale. Yoi stats that the sale price 74"

“In addition to farm produce; F-amm produces arts and crafts.-Fam . * . :

ackémith shop, pottery studio, portable poultry houses, and pond:, . . . .
rmiland in future and:decrease the percentage leasedto -~

ol will.convey land-use rights so as to ensure affordable access to land and housing to" I '8 L




b | rellefof the poor. in your: achvrty of Ieasmg residential land Currently you receive about
1, S8 per month.in"t.and’ Use Charges"-1/3:for D and related.businesses, 1/3 .
o ! ~ and related busrnes:»es 1/6— resrdenoe. 1/6 —e5|denoe

‘l' e In.addmon to; leasmg land subject to use and enwronmental rssmchons you will also
. .conduet’ educational; programs ‘With the assistance of resldents farmers, apprentioes and other
.. Jocakéducators, For example,’ you, have been awarded.a.graint (pending recoghition of o
L exemptxon) 10 develop and.implement:a program for local high school agriculture students and -
; Future! Farmers-of: Amenw members Fann is currently vrsrted by school students and other
' ,mterwted membera of the pubha :

. Section. 501 (c)(3) of the lntemal Revenue Code exempts from federal income tax -
L orgamzatrons organized’ and operated exclussvely for chanitable, educational, or certain other

. purposes; no| part of: the net eammgs of whrch inures to the: beneﬁt of any private shareholderor

, mdrvidual ‘ y . :
i A

e Sectron 51 S(a) of the Code def‘ ines unrelated trade or bustness as any trade or :

ii'busmess the: oonduct of, which is not substan'ually related (aside from the need of'such ..

: rganization for. Inoome or. funds or the use it makes of the: profits denved) to the exercise-or, -

g f::" oonstitutlng the basrs for |ts exemptlon under section 501

: ‘. Sect:on 1 501 (c)(3) 1(c)(1) of the regulatxons prowdee thiat an orgamzation operates ..
i exctusuvety" for:501(c)(3) purposes only if it engages pnmadty in activities that-accomplish such--
L purposes It does. not. operate exclusrvely for 501(cX3) purposes if more than an lnsubstantlal ’
e part of lts actnvmes does not further such purposes : .

g mterests :

“ﬁn' sectiorl 501(¢)(3) in:its generally accepted legal sensa and is, therefore, not to be- constived

may ifall wrthm the broad outhnes of ohanty“ as developed by judicial decisions. Such term”

1 orworks;: Iessenmg of the b|urdens of Government; and promotion of social welfare by
i orgamza'qons designed to accomplish any of the above purposes, or (i) to lessen nexghborhood
i tensions;:(il) to: ellmmate pre;udroe and discrimination; (i) to defend human and civil rights

: 't secured by law; or (iv) to oombat oommumty deterioration-and juvenrle delinquency.

. t :

s Sectxon 1. 501(c)(3)-1(e)(1) of the regulatxons provtdes that an orgamzatlon may meet the

formance by such orgamzatron of its charitable edumttonal or other purpose or, functron -

'erves a pubhc rather ian a. pnvate interest. Thus,.an; o:gamzatron must establlsh that S
;not;organized or operated for the benefit of pnvate interests, such as.designated individuals, . -
the creator or hrs family; shareholders of the orgamzatton or persons cofifrolled by such pnvate S
- ffi - -_;Sectlon 1 501 (c)(3)-1 (d)(2) of the regulatnons provrdes that the term "ohantable is used

h .as limited: by the: separate gnumeration in section 501(c)(3) of other tax-exempt purposes whnoh_;'- :

 Vincltides:” Relief of the poor and distressed' or of the underprivileged; advancement of religion; - PRI
: '! ‘advanoement of education or science; erection or maintenance of public buildings, monuments,’ " .




of its activities; ;f the: operatfon of such trade .or business is In furtherance of the organlzet:on s

exempt PUrpose.or purposes -and if the orgammbon is not organlzed or operated for the primary o
“purpose of carrying.on an; unretated trade or.business, as defined in'section 513. In deten'nmmg Ce

e f,the existence or nonexustenoe of such: piimary purpose, all the circumstances mustbe
“ considered mdudmg the: size and extent of the frade or'business and the size and extent of the

actMt:es Wthh are in furtheranoe of'¢ one or:more exempt purposes

: - employees of a farm propnetorshxp Opefated by the individual who created and controlled the
b orgamzatnon The orgammﬂon constructed 10 rental units adjacent to the farm.. Appllmnis for:
T housmg were given- preference aooordmg 0 type of position and length of employment on the farm

P! fiAllunits were.occupied by low income famllies who all were regular employees.of the:famm: The . . .

s .individual paid the rent for the employees ‘The Service neasoned that the orgamzatlon served the
Efounder's pnvate mtereets i _ ‘ S

o Rev Rul 76-204, 1976-1 C B 152 held exempt under sect:on 501 (c)(3) of the Code an
b organlzatxon that preserved: eoo[ogmlly srgmﬁmnt land for the benefit of the public. -The .
'on'gannzahon aoqunred the Iand by grft or purchase and erther mairdained the land rtself wnth llmlted

ndeveloped areas, tha orgamzabon worked elosely with govemmert agenaes and- pnvate
. =~ lprganizations.concermed with envnronmental conservation. ‘The Service reasoned that
SR envuronmentat protection for the beneﬁt of tbe ;public serves a: oharrtable pwpose

"ll.'

orgamzation that. owned farmiand and restncted its use to-farming or other uses the organization

deemed ecologically. surtable but was not operated to preserve eoologmﬂy significant land and dnd" :
T not otherw:se establish that it sewed a d1antabte purpose. The organization stated that it benefited - - ",

' .; ‘the. pubhc by restricting fts Iand to uses compah‘ole with the ecology of the area. The Service

mdxrectfand msngnrﬁwntto establish a chantable purpose.

; held that an orgamzatlonwas not organlzed ‘and operated exclusively for chantable purposes.’

| The court stated that the presenca of a smgle non-exempt purpose, if substantial in nature, will

e j Dumame Farms v. Commgs_gaoner, 73T.C.650 (1 980) acg., 1980-2 C.B. 1 (issue
whether operated excluswely for exempt purposes), nonacy., 1980-2 C.B. 2 (issue
‘ ; ‘whether orgamzed exduswely for exempt purposes), held exempt under section.
501(c)(3) of the Code an orgamzatlon that held land operated as an expenmental and
;:.demonstration farm.. The organization’ sought to experiment in and disseminate -
E kriowledge about.improved methods of agticulture in combination with wildiife
' :management conservatlon of natural areas partly by demonstrating their economic

L requxrements of section 501!(c)(3) although {t operates a trade or busmess asa substannal part '’ i

R Rev. Rul 72-147 19.72 C B. 147 held not exempt undersednon 501(c)(3). of the Code an ‘-
: 'z organlzatlon formed 1o providelow income housing o families but:giving preference for housing to . -

L Rév. Rul: 78-384 1973-208 174, héld not exemipt under section 501(c)(3) of the Code an o

ok reasoned that public beneﬁt from the organtzahons self-imposed r&tmtxon on lts own land was too A
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¥ feasublhty The; orgam dmttted that Its land was ordinary farmland and not an

_ecologically significant uri eveleped aréa such as swamp, marsh forest, or other

P i Vivildemess tract: The drgarization worked closely with public agencies and academic

msmuuons in developing research plans.. The court reasoned that the organization's

g actwmes furthergd: scientifi icland éducational purposes, that commercial pwposes.were
. | mcxdental and that private | benef‘ t to the founder's commercial farming operations (whuch
it hiwere: npt conducted on: the orgamzatzon $ famﬂand) was no greater than to other local
g farrners :
it : - :

o
'AI '

Some of your actmtxes further edumonal purposes Hawever your primary. ad:vn‘.y
appears {o be the leasmg of land (subjectto environmental and other use restrictions) to. o
mdrvrduals The quesuon xs whether thne achvny furthers exclusrvely emmpt pirposes.

[ :". We find that thns actmty is not chamable on the ground of protecbng the. enwronment. as
you, have made no.showing ¢ that the land is environmentally significant. The organization in o
. .Dumame Farms is dlstlngwshable as that organization directly conducted experimental farming =~
' (rather than leasing its land to pnvate farmers) and worked. closely with public agencues and -

-;‘academlc mstltutlons in, domg 0.

ubstantlally sxmnlar to triosev. escribed in Re\r. Rul. 72-147; in wruch an individual created and

WS; We; find that you are operated substanﬂally for the purpose of benefitting the private interests’

Accordmgly, you db not qualn‘y for exempianirasan. orgamzation deecnbed in sechon
o1 (c)(a) ‘of the Code and you must fi le. federal income tax retums .

Contrnbut:ons to you are not deducnble under secﬁon 170 of the Code

l: You have the nght to protest this ruhng if you beheve it.is incomedt. To protest, you

f this letter. You-also haveI a right to a conference in this office after your statement is
ubmitted. You fnust reqest the ‘conference, if you want one, when you file your protest

R heed to file a-proper power of’ attomey and otherwise qualrfy under our Conference and
.1 Practices. Requurements : :
S

iyl ‘-

o K tf you donot protestth:s mhng ina bmely manner, it wrll be considered by the lntemal
SR Revenue Service asa fauure t0 exhaust available administrative remedies. Section 7428(b)(2) -
e of the Code provides, in part, thata dedaratory judgement or decree under this secuon shall not -

ntrolled an organization that provided housmg to low-income individuals that worked on his fan'n. _ -
e-and -and not exdusnvety for the beneﬁt of a charitable class of low~|neome v, .

hould: submit a statement df your views.toithis office, with a full explanation of your reasonmg . ‘
his statement, signed- by one of your: officers, must be subfmitted within 30 days from the date | - -

, tatement'. If you are to be represented by .someone who. is not one of your officers, that person ™




" Lthe Distict Court of the United States for, the District of Coluribia determines that the
CE orgamzatron involved has exhausted admlmstrahve remedrec avallable to it within the: intemal
. Revenue Servicé. b : Sl

; I
o | lfwe doi not hear from you thhm 30  days, this rulrng will beoome final and a copy will be "
L forwarded to the' ‘Ohlo’ Tax Exempt and Govemment Entities (TE/GE) office. Thereafter, any
T qu%ﬂons about. your federql moome taxstatus should be directed to that office, either by mmng
:.r 'B77-829:5500.(a toll free; number) or sendmg correspondence to: Internal Ravenue Service,.
- TE/GE Customer: Service, P.0./Box 2508, Cincinnati, OH 45201. The appropriate State . '_
pff' cuals will Be notified: of th]s act:on in aocordancemﬁ'\ Code sed:on 6104(c). i b

L When sendmg addrtxonal letters to us with respect to this case, you will expedrte therr '
receipt by using the fo!lowmg address o ) o

lntemal Revenue Semce
. T:EO:RAT:2 :
T 1111 ponstltutlon ‘Ave, NW. :

i

omber are shovm in the he,adnng of thrs letter . ‘ .

Srncerely

Terreﬂ M. Berkovsky <
‘ Manager Exempt Organrzauons B
' Techmcal Group 2 e emda

be xssued in any: proceedrng unless the Tax Court, the Unrted Statec Court of Federal Clalms or .« . i

(siswd)rmenmmvs‘@ S




